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Thank k you for your letter regard.mg the Comnlssmn' s 1mplementat10n of the rate

Dear Chairman Metzenbaum:

Protection and Competition Act of 1892, in which you express concern regarding
several different aspects of these rulemakings.

As you know, the Commission adopted rate regulations for cable systems on

Bpril 1, 1993, which, as a first step could mean consumer savings of about one
billion dollars. Significant to your expressed concerns regarding recent price
increases, prices must be based an rates in effect as of September 30, 1992,
prior to the enactment of the Cable Act. From there, a benchmark formula will be
applied to approximate what the rates would be for a similar cable system subject
to effective competition. The cable operator must reduce its rates to that level
or by ten percent, whichever is less. Therefore, as you recomnend, we are basing
rate reductions on competitive rates. Moreovér, we will conduct additional
reviews to detemine, first, whether our benchmark formula should be further
refined in approximating competitive rate levels, which would likely result in
additional rate decreases and, second, which cable operators with rates
significantly above the benchmark after the initial ten percent reduction is made
should bej;required to make even greater price cuts toward the current benchmark
levels,

Moreover, the Commission has adopted the same benchmark formula for both basic
and cable programming service tiers. This will help ensure that both basic cable
service and cable programming service tiers have competitive rates, and may
reduce any benefits operators may perceive from shifting channels off the basic
tier to higher tiers of service.

You also express concern regarding cur implementation of the program access
provisions of the Act, and in particular that we avoid adopting rules that are
too burdensome for cable’s competitors, and too tolerant of exclusive dealing
arrangements which hurt consumers by inhibiting competltlon In its April 1,
1993 Order mplementmg the program access prov1smns, the Conmlssmn adopted a
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Honorable Howard M. Metzenbaum 2.

filed with the Commission. In the event that a programmer declines to provide
such information, it will be sufficient for a distributor to submit a sworn
complaint alleging, based upon information and belief, that an impermissible
price differential exists. The burden will be placed on the programmer to refute
the charge by presenting evidence of the actual price differential and its
justification for that differential, based on the specific justifications
provided in the Act. The camplaining distributor will then have an opportunity
to reply. In the same Order, we strictly interpreted the Act’s provisions
prohibiting exclusive programming contracting.

The texts of the various Orders will be released shortly. We are enclosing a
copy of the press releases, which include detailed summaries of our April 1, 1993
actions on the rate regulation and program access provisions of the Act. In
addition, we have placed a copy of your letter and this response in MM Docket
Nos. 92-265 and 92-266, the programming access and rate regulation proceedings.
Thank you for your interest in this matter.

James H. Quello
Chairman
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March 19, 1993

The Honorable James Quello
Acting Chairman

Federal Communications Commission
1919 M St., NW

Washington, DC 20054

Dear Jim:

As you know, the Cable Television Consumer Protection Act of
1992 is designed to protect consumers against monopolistic
pricing by cable operators. I am writing to underscore my view
that the Cable Act gives the Commission the authority to lower
cable rates to competitive, market levels. 1In addition, I want
to urge you to take action to counteract efforts by some in the
cable industry who are trying to circumvent the new law even
before the Commission’s implementing regulations are in place.

The Cable Act was passed because Congress concluded that
cable operators were using their monopoly power to charge rates
that greatly exceeded competitive levels. The General Accounting
Office found that since deregulation at the end of 1986, rate
increases in the cable industry had tripled the rate of
inflation. The Consumer Federation of America found that cable
operators were overcharging consumers by as much $6 billion
annually. A Consumers’ Research study found that the per-channel
rate for cable service is one-~third lower in the few areas around
the country that benefit from cable competition. And a staff
study by the Department of Justice found that cable’s market
power accounted for up to 50% of the rate increases imposed since

deregulation.

The clear mandate of the 1992 Cable Act is that consumers
should be protected against cable rates that exceed competitive
levels. The FCC must eliminate the monopoly component of the
rates charged by cable operators. As the Commission moves toward
adopting regulations to implement that mandate, I wish to
underscore four concerns.

First, I want to make it clear that the 1992 Cable Act gives
the Commission clear authority to roll back rates to competitive
levels. Section 623(b)(1) of the Act makes it clear that the
Commission’s regulations must ensure that consumers do not pay
more for cable than they would otherwise pay if their "cable
system were subject to effective competition." In other words,









